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FIRST THINGS FIRST

The vight system for bright fulures

Financial Report
Through March, 2010

Revenue

Tobacco revenues were just over $10.6 million for the month of March 2010. This figure is $680 thousand
higher than last month, February 2010. The modest growth over last month is likely due to three addition
business days in the month of March.

Despite the stability within the current year, March 2010’s tobacco revenue is $2.5 million lower than this
same month last year, March 2009. And year-to-date tobacco revenues are 15.13% under this same period
last year.

As part of the 2010 FTF budget, tobacco tax revenue was projected at $131 million. Through the month of
March total collections are at $97.6 million, or 75% of the total annual projection. A review of trends in
previous years reveals roughly 76% of actual collections were on deposit in FY09 at this same point in time, and
the figure was 74% in FY08. It is also interesting to note that March is 75% through the fiscal year. As such,
collections look to be trending towards the projected revenue estimates for FY10.

Interest earnings from investments continue to be very modest with 5234 thousand received during March.

Total operating receipts were $10.85 million for March 2010, compared to $13.68 million a year ago. These
revenues continue to stabilize within the FY10, as shown in the following charts. Other revenues FTF has
received in FY10 include Grants and Contract and Private Gifts (both restricted use funds). In the current fiscal
year FTF has received just over $2,000 in Private Gifts and is expecting about 550,000 in reimbursements for a
federal grant that started in FY09 (expending $155k) and has carried into the current fiscal year.

Operation Expenditures

Operating expenses within the month of March 2010 were $1.15 million. Year-to-date there is an estimated
current ending balance of $1.6 million (although it is anticipated this figure will come down as additional
“operational” expenditures are encumbered and paid over the remaining three months of the fiscal year). As
detailed in the attached budget table, the significant areas of projected ending balance (80%) are found in the
budgeted line items of In-State Travel and Other Operating.

FTF continues to operate well within the FY10 Operations Budget, and expects to end the year again in a
positive cash position providing both the board and the director flexibility in being able to address future
priorities.
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FIRST THINGS FIRST

The right system for bright futures

Fiscal Impact of Proposed $300 Million Loan to State General Fund

First Things First leadership and staff has been working since early 2009 to secure a mechanism by
which the organization would be able to provide a loan of its current available fund balance and
support the state in its efforts to balance the general fund budget. The current proposal would
provide for a transfer of $300 million interest free. If adopted the transfer would be made in Jan
2011 (FY11), and repayment would not begin until part way through FY13. Additionally, the overall
repayment structure is weighted in such a way as to recognize the state’s need and desire to allow for
as much time as possible before repayment to FTF. In addition, repayment of the funds to FTF has
been structured such that most of the repayment occurs in 2015 and after.

In reviewing this proposal it should be noted that FTF, by providing an interest free option, will be
saving the state about $13.2 million for every 1% they would have been charged by a private lender
over the term of this agreement. In addition, it is estimated that FTF will not generate $13.9 million
in interest income as a result of transferring 5300 million of its fund balance to the state and thus
reducing its investments with the State Treasurer.

Below is a table showing the proposed $300 million FTF loan and repayment schedule in the context
of currently projected revenues, expenses, and fiscal year ending balance. As clearly demonstrated in
the table below, if current revenue projections hold and future spending rates continue based on a
1% inflation rate, FTF will be in the red before fiscal year end 2018 even with the use of the current
S300 million fund balance.

State Loan Balance and Repayment Projections (Millions of Dollars)

Initial Loan / Fiscal Year Ending
Fiscal Year Balance Revenue Expenses Repayment Balance
2011 $380.10 $127.62 $136.52 $(300.00) $71.20
2012 $71.20 §120.86 5162.44 $29.62
2013 $29.62 $115.77 $159.42 $30.00 $15.96
2014 $15.96 $111.09 $168.14 $60.00 $18.91
2015 $18.91 $106.68 $164.60 $60.00 $21.00
2016 $21.00 $102.41 $167.68 $60.00 $15.72
2017 $15.72 $98.29 5167.79 $70.00 $16.23

2018 $16.23 $94.21 $170.90 $20.00 5(40.47)




As noted in the above table, FTF's current fund balance is in fact more than $300 million. However,
the proposed loan amount, along with the repayment schedule, was calculated based on an analysis
of the organization’s cash flow requirements. This review clearly indicated that prudent management
requires FTF to have available about $20 million (and no less than $15mill) at any one time to ensure
its monthly obligations can be met. Specifically, this targeted available cash level is driven by the fact
there is an irregular timing/flow around grant reimbursement requests. When this is combined with

general operating expenditure trends, FTF requires at least a $15 million fund balance each month to
avoid the risk of over expending its balance.



